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CHUBB GROUP OF INSURANCE COMPANIES 
Environmental Claims Department 

2603 Camino Ramon, Suite 300 
San Ramon, CA 94583-9136 
Writer's Direct Phone: (925) 598-6144 • Writer's Direct Facsimile: (925) 598-6098 
Email: kluther@chubb.com 

April 7,2009 

David B. Jensen Esq. 
Law Offices of Gordon, Thomas, Honeywell, 
Malanca, Peterson & Daheim LLP 
One Union Square 
600 University, Suite 2100 
Seattle, Washington 98101-4185 

RE: INSURED: 
SITE: 

OUR FILE NO.: 
LOSS DATE: 
COMPANY: 

Puget Sound Freight Lines, Inc. 
North Marina West End, Seattle, WA 
7101 74 91 
1/1/77 (Reference Only) 
Federal Insurance Company (hereinafter "Federal* 

Dear Mr. Jensen, 

This correspondence responds to the documents and correspondence that you, on behalf 
of Puget Sound Freight Lines, Inc. and Puget Sound Truck Lines (collectively "PSTL") 
sent to Chubb Group of Insurance Companies with respect to the above-captio'ned claim 
federal has conducted an investigation, including review of certain insurance policies and 
secondary evidence of insurance issued to PSTL. Based upon this review, Federal has 
determined that there is the potential for coverage under policy number 7101 74 91 
Consequently, Federal will participate in the defense of PSTL under policy number 7101 
;f V j ^ J f * t o m e following reservations of rights. With respect to policy numbered 
7907 67 07 for the term 6/1/01 to 6/1/03, Federal resr*ctfully declines coverage for this 
matter. Our analysis follows. 

With respect to policy number 7101 74 91 we have physically searched our policy 
archi ves and conducted an electronic search, including an electronic search of past loss 
activity. While we were unable to locate a copy of the policy, our internal records 
indicate that this policy was issued and that claims were set up under the insured name 
Puget Sound Freight Lines" and "Puget Sound Truck Lines." Please provide any 

information you have with respect to the legal relationship between "Puget Sound Freight 
Lines and Puget Sound Truck Lines." We request that you provide us with an actual 
copy of the policy or any additional secondary evidence you may currently possess or 
locate later. Based on the information currently available, it appears that this was a 
policy which afforded both general liability and automobile coverage. In this regard we 
are enclosing a copy of a general liability policy form that was most likely in use during 
the relevant bme period. Please note that this basic policy form was likely subject to 
various endorsements which would have modified the coverage provided by the basic 
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policy form. Consequently, Federal reserves the right to rely on any such endorsements 
in the event our continuing investigation locates such endorsements. 

With respect to the pertinent facts, it is our understanding that PSTL was named as a 
potentially liable person by the State of Washington, Department of Ecology (hereinafter 
"Ecology") under the Model Toxics Control Act in connection with contamination of 
hazardous waste sites. Allegedly, PSTL was the owner and /or operator of the North 
Manna West End site located between 11* and 14th Streets off West Marine View Drive 
in Everett, Washington, under Parcel Nos. 29051800220880,29051800208900-
29051800209000 and 29051800302400. It is our understanding that PSTL installed and 
operated two diesel underground storage tanks for use in fueling their fleet of trucks on 
the property. We are advised that Ecology has determined that the underground storage 
tanks have released hazardous substances into the soil and groundwater causing 
conuamination on and underneath the site. Consequently, Ecology has determined that 
there may be an iniminent and substantial endangerment to the public health or welfare to 
the environment because of the release and /or threaten release of hazardous substances at 
the site. 

Federal has reviewed the following policies issued to PSTL: 

71 ni HA Clt 
/1U1 /4 yl 
(primary) 

Unknown Unknown 

7907 67 07 
(umbrella) 

6/1/01 to 6/1/02 $4M Occ/Agg x/s $1M Occ/ $2M 
General Agg 

7907 67 07 
(umbrella) 

6/1/02 to 6/1/03 $1M Occ/Agg x/s SIM Occ/ $2M 
General Agg 

It is likely policy number 7101 74 91 was issued by Federal and for the purposes of this 
etter, we will reference Federal as the issuing company, reserving the right to amend the 

letter if additional evidence identifies a different issuing company. Federal reserves all 
rights under the policy to assert any and all coverage defenses which may be applicable 
in this matter. Federal also reserves the right to amend or revise its coverage position 
should additional policy evidence be located. 

Moreover Federal reserves the right to deny coverage, withdraw from the defense and/or 
seek reimbursement of defense costs if it is later determined that PSTL is not an insured 
and/or should it later be determined that there is no coverage under the policy. 

As stated above, the policy evidence we have located indicates pobcy 7101 74 91 appears 
most likely to be a General Liability -Automobile Policy, which includes the followmT 
insuring agreement: 6 
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I. COVERAGE A—BODILY INJURY LIABILITY 

COVERAGE B-PROPERTY DAMAGE LIABILITY 

The company will pay on behalf of the insured all sums which the insured shall 
become legally obligated to pay as damages because of 

Coverage A. bodily injury or 

Coverage B. property damage 

to which this insurance applies, caused by an occurrence, and the company shall 
have the right and duty to defend any suit against the insured seeking damages on 
account of such bodily injury or property damage, even if any of the allegations 
of the suit are groundless, false or fraudulent, and may make such investigation 
and settlement of any claim or suit as it deems expedient, but the company shall 
not be obligated to pay any claim or judgment or to defend any suit after the 
applicable limit of the company's liability has been exhausted by payment of 
judgments or settlements. 

The General Liability -Automobile Policy contains the following relevant definitions: 

property damage means 

(1) physical injury to or destruction of tangible property, which occurs during 
the policy period, including the loss of use thereof at any time resulting 
therefrom, or (2) loss of use of tangible property which has not been 
physically injured or destroyed provided such loss of use is caused by an 
occurrence during the policy period; 

occurrence means an accident, including continuous or repeated exposure to 
conditions, which results, in bodily injury or property damage neither expected 
nor intended from the standpoint of the insured; 

The General Liability -Automobile Policy contains the following exclusionary language 
which may apply to limit or bar coverage for this matter: 

Exclusions 

This insurance does not apply:... 

.(f) to bodily Injury or property damage arising out of the discharge, 
dispersal, release or escape of smoke, vapors, soot, fumes, acid, alkalis 
toxic chemicals, liquids or gases, waste materials or other irritants, 
contaminants or pollutants into or upon land, the atmosphere or any 
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watercourse or body of water; but this exclusion does not apply if such 
discharge, dispersal, release or escape is sudden and accidental. 

... (k) to property damage to 

(1) property owned or occupied by or rented to the insured, 

(2) property used by the insured, or 

(3) property in the care, custody or control of the insured or as to which the 
insured is for any purpose exercising physical control; 

but parts (2) and (3) of this exclusion do not apply with respect to liability under a 
written sidetrack agreement and part (3) of this exclusion does not apply with 
respect to property damage (other than to elevators) arising out of the use of an 
elevator at premises owned by, rented to or controlled by the named insured; 

(1) to property damage to premises alienated by the named insured arising 
out of such premises or any part thereof. 

Federal reserves the right to assert any of the above-cited exclusionary language as a 
limit or bar to coverage. 

As cited above, property damage must occur during the policy period for coverage to 
apply. Should further investigation reveal that property damage did not occur during 
the policy period of the Federal policy, there would be no coverage for this matter. 

Policies 7907 67 07 are designated as Chubb Commercial Umbrella policies. The Chubb 
Commercial Umbrella policies contain two insuring agreements, Coverage A and Coverage 
B. Coverage A reads in pertinent part as follows: 

Under Coverage A, we will pay on behalf of the insured, that part of loss covered 
by this insurance in excess of the total applicable limits Of underlying insurance, 
provided the injury or offense takes place during the Policy Period of this policy.' 
The terms and conditions of underlying insurance are with respect to Coverage 
A made a part of this policy, except with respect to: 

A. any contrary provision contained in this policy, or 

B. any provision in this policy for which a similar provision is not contained 
in underlying insurance.... 

NotwiuistaTrding anything to the contrary contained above, if underlying 
insurance does not cover loss, for reasons other than exhaustion of an aggregate 
limit of insurance by payment of claims, then we will not cover such loss.... 
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Policies 7907 67 07 contain the following definitions applicable to Coverage A: 

Loss means those sums actually paid in the settlement or satisfaction of a claim 
which the insured is legally obligated to pay as damages because of injury or 
offense, after making proper deductions for all recoveries and salvage. 

Policies 7907 67 07 contain the following definitions applicable to Coverage A and 
Coverage B: 

Underlying insurance means the policy or policies of insurance listed in the 
Schedule of Underlying Insurance forming a part of this policy. 

Federal does not have copies of the underlying insurance policies. Consequently, 
Federal reserves the right to assert any applicable language contained in the underlying 
insurance policies as a bar or limit to coverage under Coverage A. 

Notwithstanding the above, policy 7907 67 07 contains, by endorsement, the following 
exclusionary language applicable to Coverage A pertaining to claims or damages arising 
out of pollutants, which operates to preclude coverage for this matter: 

THIS POLICY IS SUBJECT TO THE FOLLOWING ENDORSEMENT 

Under •Exclusions,' 'Applicable to Coverage A Only,* the exclusion titled 
'Pollution Liability* is deleted and replaced with the following: 

Pollution Liability 

1. any liability arising out of the actual, alleged or threatened 
discharge, dispersal, migration, seepage, release or escape of 
pollutants. 

2. any loss, cost or expense arising out of any: 

a. request, demand or order that any insured or others test for, 
monitor, clean up, remove, contain, treat, detoxify, or 
neutralize, or in any way respond to, or assess the effects of 
pollutants; or 

b. claim or suit by or on behalf of any governmental authority 
or others for damages because of testing for, monitoring, 
cleaning up, removing, c»ntaining, treating, detoxifying, or 
neutralizing, or in any way respond to, or assessing the 
effects of pollutants. 



Mr. Daviii Jensen 
RE: Policy #7101 74 91 
Page 6 

As used in this exclusion, pollutants means any solid, liquid, gaseous, or 
thermal irritant or contaminant including smoke, vapor, soot, fumes, acids, 
alkalis, chemicals and waste. Waste includes materials to be recycled, 
reconditioned, reclaimed or disposed of. 

This exclusion applies whether or not the pollution was sudden, 
accidental, gradual, intended, expected, unexpected, preventable or not 
preventable. 

Al l other terms and conditions remain unchanged. 

Further, pursuant to policy language, injury must occur during the policy period for 
Coverage A to apply. To the extent it is determined that injury did not take place during 
the policy period, coverage under Coverage A would be further barred. 

Since there is no coverage for this matter under Coverage A, Federal will look to 
Coverage B of policies 7907 67 07. The insuring agreement under Coverage B reads in 
pertinent part as follows: 

Under Coverage B, we will pay on behalf of the insured, damages the insured 
becomes legally obligated to pay by reason of liability imposed by law or 
assumed under an insured contract because of bodily injury, property damage, 
personal injury, or advertising injury covered by this insurance which takes 
place during the Policy Period of this policy and is caused by an occurrence. We 
will pay such damage in excess of the Retained Limit Aggregate specified in Item 
4d. of the Declarations or the amount payable by other insurance, whichever is 
greater. 

Damages because of bodily injury include damages claimed by any person or 
organization for care or loss of services resulting at any time from the bodily 
injury.... 

Coverage B will not apply to any loss, claim or suit for which insurance is 
afforded under underlying insurance or would have been afforded except for the 
exhaustion of the limits of insurance of underlying insurance.... 

Policies 7907 67 07 contain the following definitions applicable to Coverage B (quoted in 
pertinent part): 

Occurrence means: 

1 with respect to bodily injury or property damage liability, an accident, 
including continuous or repeated exposure to substantially the same 
general harmful conditions.... 

Property Damage means: 
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1. physical injury to tangible property, including all resulting loss of use of 
that property. All such loss of use shall be deemed to occur at the time of 
the physical injury that caused it; or 

2. loss of use of tangible property that is not physically injured. All such loss 
shall be deemed to occur at the time of the occurrence that caused it. 

Policies 7907 67 07 contain the following exclusionary language applicable to Coverage 
B pertaining to claims or damages arising out of pollutants, which operates to bar 
coverage for this matter. 

Pollution Liability 

1. any liability arising out of the actual, alleged or threatened discharge, 
dispersal, seepage, migration, release or escape of pollutants; or 

2. any loss, cost or expense arising out of any: 

a. request, demand or order that any insured or others test for, monitor, 
clean up, remove, contain, treat, detoxify, or neutralize, or in any way 
respond to, or assess the effects of pollutants; or 

b. claim or suit by or on behalf of any governmental authority or others for 
damages because of testing for, monitoring, cleaning up, removing, 
containing, treating, detoxifying, or neutralizing, or in any way responding 
to, or assessing the effects of pollutants.. 

As used in this exclusion, pollutants means any solid, liquid, gaseous, or thermal 
irritant or contaminant including smoke, vapor, soot, fumes, acids, alkalis, 
chemicals and waste. Waste includes materials to be recycled, reconditioned, 
reclaimed or disposed of. 

This exclusion applies whether or not the pollution was sudden, accidental, 
gradual, intended, expected, unexpected, preventable or not preventable. 

Pursuant to policy wonting, property damage must occur during the policy period for 
there to be coverage under Coverage B. Please note that should it later be determined 
that property damage occurred outside the applicable Federal policy period, coverage 
would be further barred under Coverage B. 

Federal also reserves the right under the policy and applicable law to cite additional 
applicable policy provisions as may be appropriate. By limiting policy references to the 
ones cited, Federal does not waive any other policy provisions. 

We have assigned the defense of this matter to Patrick M. Paulich Esq. at the law offices 
of Thorsrud Cane & Paulich. Mr. Paulich can be reached at (206) 386-7755. Please 
provide him with your utmost cooperation. 
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The coverage analysis outlined herein is based upon information currently available to 
Federal. Should you have information, which you believe may bear upon the issue of 
coverage, please forward the relevant documentation to us for immediate review. 

Very truly yours, 

Environmental Claims Examiner 
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N-7S31 I7M) 



d ( S|"rWd^« U| t,n g7,om , | , ' ' , ' e P " , , " ' > n°» inju.ed or 

U^rJt&Tr" * w °n tehi" "* — »' 

* E f ^ a S I'. « *? W W - r , result-
named i.l»io-t presetsor ^ S M S ^ X J 1 " »« 
after such p»oduchT »"k " « e ^ . ° TSf & uVb . ° t i i " * * u a t t 

sther than » ietared; P 1 , 0 U S £ °» , n » s e , i M « ergarwation 

« X W & p S ^ - - ' out of t Ucb prod*,, 

iwat furnish* i. ™ r ^ ^ t h

P ^ r h . t h e ' 1 0 ' - " « * <" "»»«"»<«. P»rs or eouip-

rasered or of an proptrrylf ^ T ^ ^ L i ^ Z ^ ^ i °r for th» • » • < 
PftActs, work* p ^ t y are w i t S t ^ f r S T M S * ^ ! ^ • » * « • " « * 
any kosvn or suspected delect r T d ^ t e S S l l e i f w e •» 
led to preperty damage included within,: 

" ^ r . i ^ ^ ^ ^ - ^ ^ i . ^ * ^ by . 

W W M r S c l K ^ 
U. KUCM w w a 

Wtewio, is an htsertd under this to ft. erterrt set 

£ ^ M s ^ i t i i n ^ , h e - « * — ' ^ W e c t l o 

« W I ^ ™ S k ^ J ' . & t £ " * . * * « « < • * *> °ther then » htf-

8 * 2 , g g U » » ft. purpose of locomotion upon , public 
m - !1I125 T S T ^ ? " * . " » B O , o r L i t t o n tar 
^ s e W e ^ ^ S T "** ^ ** — e « * 

X M ^ r l f t e r ^ ^ 

P ^ e ^ t o l * . person o, orgaauat.*, sUH be a. hnrrt under it* paraf,.,* U 

« ? S - 5 W i 7 e m p " " " " w h <*'»" course 

or member and which rs not designated in this policy aVatamediJrjwet 

in. LIMITS sr uuiurr 

swr . s - "^«v: £ cTp̂ itr 

^w: iib'?jt,htf io ff
 "^-"^T.' was.. 

icraCffiw,JHo.Ta".M' " f f J n d » ^ W Z & S ^ ' S i 

cojer^ app.ies and de«r *3 in anTol the ™ ^ Z > £ £ J ? £tow J £ 

i^ ' ISKI , L < i??!J ' i V , , « B r t n , i l e » or operations rated on a remuaera 
IS! i £ t J r , ^ ? S ^ i . ^ i » , B e « "ted on a Veceipts DKHL mdudjoHl 

i f * 1 ' * " h l e B '"O'lHy is assumed under any teieaUlcaatoS 

1 2 ^ f o W h x X 7 - * r t U Si * 1 0 C S ! 1 ^ ™ ol operant* 

^ ' ' i ^ ^ ^ ~ " from r . e r ^ p f t T ^ ^ . t t 

S h T ^ a i d a ^ h ^ ^ l S i l S ^ * ' U» IMt of the company's 
B»Hy. au may tajtry and property damaga arising out of caatmuovs errneabd 

ame general coodrt̂ S thaH he e f f i e f alTrrt? out el one accarreace. 

IV. POUCT TDUBTOIT 
Thrt insoraace aopltet only to awdJrf l«an nr M M * . 

•fthia the peicy hrrttary ^ ^ " ' " T 1 * <MH|J wMdi occurs 

The foregoiif drscfetes til hoards insured h e r ^ known to A , , the e.fectiy. daU o, thr, poffcy. unless other**. h l r e i l t 

"Awwed as a prowem basis: 

° ' ^ h " * j — « to w . n , conducted „ U,, ^ 


